We study how creditor rights and culture interact with one another to influence corporate dividend payout policy. Where creditor rights are strong, creditors accept the status quo, which are large dividends in individualist and small dividends in collectivist traditions, respectively. Culture influences dividend payout where creditor rights are weak. In collectivist countries where group cohesion among corporate stakeholders results in perceived lower agency costs of debt and equity, creditors place few if any restrictions on dividend payout given weak creditor rights. In contrast, in individualist traditions, creditors continue to restrict dividend payouts under weak creditor rights. Our findings emphasize the importance of accounting for the interactions between creditor rights and culture in determining dividend policy.
INTRODUCTION
Dividend payout policy research has evolved to consider the possibility that factors' other than firm-level characteristics, such as the law and national culture may influence dividend policy. Aggarwal and Goodell (2014, p. 107) suggest that "traditional finance journals are clearly quite deficient in their attention to culture and finance". In reviewing the role that culture, social trust, and institutions play in determining transactions costs, they assert that "all finance research should include and reflect factors related to these softer measures in addition to traditional economic and financial factors" (see Aggarwal and Goodell, 2014, p. 106) . In this paper we examine how creditor rights and culture interact with one another to influence corporate dividend payout policy.
We draw together two strands of the dividend literature and study their interaction. The first strand, the dividend-creditor rights literature, demonstrates that creditor rights, a formal institution, exert a sizable influence over corporate dividend payouts. Brockman and Unlu (2009) test the La Porta et al.
(2000) equity-only agency models of dividends inclusive of the agency costs of debt and show that it is creditors and not shareholders that exert the greatest influence over corporate dividend policy. Where creditor rights are weak, managers cater to the demands of creditors for lower dividends (the substitution hypothesis). Where creditor and shareholders rights are strong, creditors permit large dividend payouts (see Byrne and O'Connor, 2012; and Shao et al., 2013) . The second strand, the dividend-culture literature, explores the link between culture, an informal institution, and corporate dividend payout in a purely agency cost of equity setting. Fidrmuc and Jacob (2010) show that dividend payouts are necessary large in individualist cultures because individuals pursue the individual rather than the collective goal, but are much lower where a sense of collectivism prevails. In individualist traditions large dividends compensate for the severity of the agency conflict which arises between insiders and outsiders. There is no need for large dividend payouts in collectivist traditions because of the close links and the sense of group cohesion which is fostered between insiders and outsiders.
The dividend-creditor rights and dividend-culture literatures are distinct from one another, a distinction highlighted by the proponents of the dividend-culture viewpoint. They emphasize that agency conflicts are determined not only by an objective assessment of the severity of agency conflicts which is provided by legal rules, but also by a subjective assessment among individuals of the perceived extent of [3] agency conflicts, which is captured by culture. Furthermore, measures of creditor rights (culture) do not fully account for differences in culture (creditor rights) across countries, resulting in instances in which the objective assessment of the extent of agency conflicts provided by legal variables may be very different to the culturally determined perception of these same agency conflicts. In our sample there are countries that score lowly in terms of creditor rights, but are polar opposites where culture is concerned (compare Japan and the United States). Also, culturally-proximate countries can offer varying degrees of legal protection to creditors (compare Hong Kong and Thailand). Hence our sample exhibits sizable variation in culture and creditor rights across countries which make it possible for us to test how they interact with one another to influence corporate dividend policy. Thus, in this paper we test (a) the formal agency cost of debt and equity dividend-creditor rights relationship inclusive of culture by exploring the dividend-creditor rights relationship in countries defined as either individualist or collective, and (b) the informal agency cost of equity dividend-culture relationship inclusive of the agency costs of debt, by exploring the dividend-individualism relationship in strong and weak creditor rights regimes.
First, we explore the dividend-creditor rights relationship in individualist and collectivist traditions. To date tests of the agency models of dividends have been conducted by including legal variables which provide an objective assessment of the severity of the agency costs of equity and debt.
These studies show that creditors demand lower dividends given weak creditor rights, and permit the status-quo to be maintained where creditor rights are strong. Therefore, under strong creditor rights we expect large (small) dividend payouts to remain in individualist (collectivist) traditions. The level of dividend payouts in individualist and collectivist traditions given weak creditor rights are not as clear.
Under weak creditor rights, we hypothesize that where the relationship between corporate insiders and outsiders is harmonious in collectivist cultures, creditors may not demand lower dividends. In this instance, creditors perceive that the agency costs of debt are much lower than those suggested under the legal code, and place few if any restrictions on corporate dividend payouts. In contrast, where both culture and the law suggest high agency costs of debt, creditors are much more likely to restrict dividend payouts. This suggests that it is when creditor rights are weak that legal rights and culture come together to influence corporate dividend policy. This line of reasoning leads to our first testable hypothesis, which is that we expect that dividend payouts are sensitive to creditor rights in individualist regimes, but much [4] less sensitive in collectivist regimes. The positive dividend-creditor rights relation espoused by Brockman and Unlu (2009) may occur in individualist traditions alone. Individualism serves to moderate the dividend creditor rights relationship resulting in a weaker or even negative dividend creditor rights relationship in collectivist traditions.
Second, the dividend-individualism literature shows that dividend payouts are largest in cultural traditions where the perceived agency costs of equity and debt are high. Dividends are an outcome of high individualism. In this paper we test the dividend-individualism relationship inclusive of the formal agency costs of debt by examining whether these culturally-rooted outcome models of dividends hold under weak creditor rights? To date the dividend-individualism relationship under weak (or strong) creditor rights has not been examined. Under strong creditor rights we expect the positive dividend-individualism relationship documented in the literature to date to be maintained. Creditors, given strong legal standing will accept the status-quo, which are large dividends in individualist cultures. The dividend-individualism relationship under weak creditor rights is not clear.
To test these assertions we use measures of individualism and creditor rights and explore how they interact with one another to influence corporate payout policy. We use a sample of 17,544 firms from 28 countries over the period from 1996 to 2007. We exploit cross-country variation in individualism and creditor rights, and in a series of pooled ordinary least squares, logit and Tobit regressions, we find support in favour of both of our hypotheses. The dividend-creditor rights relationship is positive and stronger where individualism prevails. In collectivist traditions, the relationship is weaker and sometimes negative because creditors do not demand lower dividends in collectivist regimes to compensate for weak legal standing. The positive dividend-individualism relationship is observed under strong creditor rights alone. Well-protected creditors consent to high dividends in individualist countries. Under weak creditor rights, the dividend-individualism relationship is negative. The culture-outcome model of dividends does not hold under weak creditor rights for two reasons. First, dividend payouts are much lower in individualist traditions because poorly protected creditors compel managers to pay lower dividends.
Second, creditors do not demand lower dividends in collectivist cultures. The net effect is that under weak creditor rights, the dividend-individualism relationship is very often negative.
[5]
Finally, we are able to attach both statistical and economic significance to our findings. In individualist traditions, a worst-to-best change in creditor rights results in a change in dividends paid as a percentage of cash flow of 20.5 percentage points i.e., 5.4% to 25.9%. In collectivist societies, the same change in creditor rights results in a range of dividend payouts of just 1.9% i.e. 11.3% to 13.2%. In dividend-individualism regressions, where creditor rights are strong, dividends-to-cash flow ranges from 12.3 to 13.2% across the individualism spectrum. Under weak creditor rights, a worst-to-best change in individualism results in a reduction in dividends paid from 20.4 to 5.1%. All in all, our findings say that poorly-protected creditors place few restrictions on dividend payout in collectivist traditions, but much larger restrictions where individualism prevails. Dividend payouts are more sensitive to creditor rights than they are to culture, yet culture moderates the effect of weak creditor rights on dividend payout policy.
In summary, our findings in this paper suggest that creditors influence over corporate payout policy is influenced by legal rules and culture. When creditors rights are weak, cultural differences dictate how creditors influence dividend policy. Where the national culture is one that lends itself to individual goals and wants, creditors will not only perceive agency conflict to be severe, but will themselves pursue their own individual needs and exert their influence on firms to pay lower dividends. However, where the national culture is one that is more focused on group cohesion, even poorly-protected creditors will consider agency conflicts to be less severe and choose not to substitute their poor legal standing with lower dividends. The cultural effect is strong enough to substitute for weak legal rights. In collectivist traditions, dividend payouts are not lower under weak creditor rights, as creditors effectively view "strong" culture and weak legal rights as substitutes. The cultural effect is strong enough to moderate the effect of weak creditor rights on corporate dividend payouts.
Our paper proceeds as follows. Section two develops two testable hypotheses. This is followed by a discussion of the data and the empirical design. Section four presents and discusses our findings, while section five concludes.
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THEORIES and HYPOTHESES DEVELOPMENT
In this section we develop testable hypothesis which address how creditor rights and culture may interact with one another to influence corporate dividend payout policy. We begin by reviewing the agency cost of equity and debt inclusive models of dividends. We then review the dividend-culture literature where the focus is on the relationship between insiders and shareholders. From here, we develop and state our hypotheses.
a. AGENCY COST OF EQUITY AND DEBT MODELS OF DIVIDENDS
The notion that dividends can curb agency costs of equity is not new (see for example, Rozeff, 1982; Easterbrook, 1984; Jensen, 1986; Lang and Litzenberger, 1989; and Gomes, 2000 , to name but a few). La Porta et al. (2000) formulate two competing, but not mutually-exclusive, agency theories of dividend payout, namely the outcome and substitution models. The equity-only version of the outcome model predicts a positive relationship between the strength of shareholder rights, which can be measured at the country or firm-level, and the likelihood of paying a dividend and the dividend amount. 1 Shareholders can use their legal rights to force firms to initiate a dividend in the first instance, and pay larger dividends once they ultimately decide to do so (see Mitton The equity-only version of the substitution model says that firms can build "reputation capital"
and substitute for poor governance/disclosure standards by establishing a history of paying large dividends over time to "convince shareholders that it will invest properly and for their benefit" (see Claessens and Yurtoglu, 2012, pp. 21; and Gan et al., 2014) . Once trust has been established between insiders and outsiders, these firms benefit in terms of reduced financing constraints, higher growth rates, and higher firm value (see Gan et al., 2013) . Presumably financially unconstrained well-governed firms pay lower dividends. Hence, the substitution model predicts a negative relationship between legal 1 La Porta et al. (2000) find that dividend payouts are an outcome of country-level shareholder rights. Mitton (2004) concludes that corporate dividend payouts are an outcome of effective corporate governance and country-level shareholder rights, and dividend payouts are largest where both country and shareholder are strong. Tse (2004) questioned the logic of using large dividends to reduce agency costs in well-governed firms, since agency conflicts and thus agency costs are likely to be low in these firms in the first instance. Dey (2008) suggests that this is not the case, since he finds that the incidence of agency conflicts is more likely in well-governed firms.
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b. AGENCY COSTS OF EQUITY MODELS OF CULTURE AND DIVIDEND PAYOUT
Recently it has been suggested that cultural differences may help to explain why dividend policy varies substantially across countries. Bae et al (2012) suggest that the lack of consensus on the determinants of dividend policy may be due to the failure to consider cultural differences across countries. 2 The idea that culture can help explain corporate dividend policy rests on the notion that the underlying shared beliefs and values of individuals in a society can have an influence on how corporations are managed and thus shape dividend policy. Cultural explanations for dividend policy have been offered 2 Cultural explanations have been offered for a wide range of financial issues such as how financial systems evolve (see Kwok and Tadesse, 2006) , the capital structure of a firm (see Chui et al, 2002) , corporate debt maturity (see Zheng et al., 2012) , the corporate governance system (see Griffin et al., 2014) , and corporate hedging (see Lievenbruck and Schmid, 2014 in their analysis and suggest this as an area that warrants further research. In this paper we do just that by examining the relationship between individualism, creditor rights, and dividend policy. We test (a) the equity and debt inclusive dividend-creditor rights relationship in collectivist and individualist traditions and (b) the agency cost of equity cultural models of dividends inclusive of the agency costs of debt by testing the dividend-individualism relationship in strong and weak creditor rights regimes. In the next section we develop and state these hypotheses formally.
c. HYPOTHESES
In this section we develop our hypotheses together with a description of Hofstede's individualism measure which is the culture measure we employ in this paper. Hofstede defines culture as "the collective programming of the mind distinguishing the members of one group or category of people from another". Culture can seem to distinguish one group/society from another based on a certain set of values, beliefs and behaviours that are shared within a group that makes that group unique and distinguishable from another. The cultural index developed by Hofstede identifies five cultural dimensions, namely, individualism, power distance, uncertainty avoidance, masculinity, and long-term orientation. We use individualism to develop our hypotheses.
Individualism, collectivism and the strength of creditor rights
In societies when individualism is high the focus is on the pursuit of individual happiness, rather than the pursuit of the collective goal. In collectivist traditions individuals do not seek to maximize their own private benefits, but adjust their behaviour so that their behaviour and beliefs are in line with those of a wider group of other stakeholders, a group in which individuals value membership. These alternative value systems have important implications for the perceived severity of agency conflicts and, importantly for this study, for the potential role played by corporate dividend payouts in alleviating such agency concerns.
First, in countries with an individualist tradition, investors are cognisant of the fact that insiders are likely to pursue their own self-interests and may engage in the consumption of private benefits. As a result, agency conflicts are expected to be severe, and because of this, shareholders demand large dividend
payouts from firms as a consequence. Firms cater to the desire for larger dividends since there are many reasons to suggest that doing so is also in their own best interests (see Faccio et al., 2001 ). The result is that in countries that score high in terms of individualism, dividend payouts are large (see Fidrmuc and Jacob, 2010) .
Dividend payouts are much lower in countries where collectivism prevails. Here the perception is that agency conflicts are less severe, as in these countries insiders are much less likely to consume private benefits. Instead, insiders behave in a manner consistent with the pursuit of an overall group goal, whereby the decisions made by corporate insiders benefit both insiders and outsiders alike. Where collectivism prevails, shareholders are prepared to accept lower dividend payouts.
In this paper, we are interested in how individualism and creditor rights interact to influence corporate dividend payouts. We believe that the answer lies in how creditors perceive the extent of agency conflicts within countries. The perceived extent of agency conflicts which is shaped by culture can be in marked contrast to the level of agency costs implied by the strength of legal rights. Hence, culture and creditor rights can complement one another (e.g. high creditor rights in collectivist countries and low creditor rights in individualist countries), but can also substitute for one another. We turn to a discussion of these possibilities and the implications for the relationships between culture and dividend payout, and creditor rights and dividend payout, respectively.
On the one hand, since insiders are much less likely to pursue their own best interests at the expense of creditors in collectivist traditions, dividend payouts are likely to be largely insensitive to the strength of creditor rights in these countries. Where creditor rights are strong, creditors are likely to accept the status quo, which are low dividend payouts in collectivist traditions. Furthermore, and as demonstrated by Shao et al. (2013) , creditors will not use their strong legal standing to pressure firms to pay larger dividends, when there is no pressure from elsewhere to do so. In this paper, we hypothesise that strong creditor rights will not result in large dividends in collectivist traditions where low dividends are the cultural norm. Also, we hypothesise that creditors are unlikely to affect the cultural norm in collectivist countries by demanding even lower dividends where their legal rights are weak, because in collectivist countries the interests of large creditors are much more likely to be protected, hence no longer necessitating the need for restricted dividends to substitute for poor creditor rights.
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In summary, since creditors are likely to accept the cultural norm for low dividend payouts in collectivist countries where creditor rights are strong, and are unlikely to demand even lower dividends given weak creditor rights, we conclude that the direction of the relationship between dividend payout and creditor rights in collectivist traditions is ambiguous, but we expect that the strength of the relationship is likely to be weak.
In individualist cultures we hypothesize that the relationship between dividend payout and creditor rights is less ambiguous. Creditors will permit large dividend payouts in individualist countries where creditor rights are strong, but not so where their legal rights are weak. Given poor legal standing, creditors will demand lower dividend payouts in individualist traditions. An alternative view is that poorly-protected creditors may not seek lower dividend payouts in individualist societies because large dividend payouts serve to reduce agency conflicts in these regimes the first instance. If this is the case, we would expect to observe that dividends are positively related to individualism across the creditor rights spectrum. While we expect that creditors are likely to place restrictions in individualist societies given weak creditor rights, the possibility remains that they may not.
In summary we expect to observe the following. First, dividend-creditor rights relationship is positive in individualist countries. Second, the dividend-individualism relationship is positive where creditor rights are strong. Third, where creditor rights are weak, creditors are much more likely to demand lower dividends in individualist countries, than they are in collectivist countries. However, since dividend payouts are already low in collectivist traditions, the relationship between dividend payout and individualism is ambiguous. These arguments allow us to state our first and second testable hypotheses, which are summarized in Table 1 :
Dividend payouts are positively related to the strength of creditor rights in individualist cultural traditions. In collectivist traditions, the relationship between creditor rights and dividend payout is ambiguous.
Hypothesis 2: Dividend payouts are positively related to individualism where creditor rights are strong. The relationship between dividend payout and individualism is ambiguous where creditor rights are weak.
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DATA
To test our hypotheses we estimate a series of pooled ordinary least squares, logit and Tobit regressions. Our approach differs from previous studies in that we examine the joint effect of creditor rights and individualism on dividend policy. To explore these issues, we source a sample of 17,544 firms from 28 countries. Table 2 summarizes the construction of our sample. Initially we sourced 36,089 firms from forty-five countries. We exclude firms from countries with mandatory dividend policies i.e., Brazil, Chile, Colombia, Greece, and Venezuela, resulting in a loss of 1,056 firms. We lose a further 2,789 firms with missing or abnormal data i.e. firms with negative net income, negative total assets, and negative cash flow, and 3,644 firms with insufficient control variable coverage (including the country-level disclosure measure). As is common in dividend payout studies we exclude financial and utility firms which further reduce our sample by 5,474 firms, resulting in a final sample of 17,544 firms. This sample covers the years from 1996 to 2007. 3 We source the creditor rights measure from Djankov et al. (2007) . Creditor rights ranges from a low of zero to a high of four, with higher values suggesting strong creditor protection. We use creditor rights for the year 2002. 4 We employ the cultural dimension of individualism which we source from Hofstede (1980 Hofstede ( , 2001 . Individualism captures the extent of individualism (high values of this measure) and collectivism (low values) in a society. Table 3 presents summary statistics for dividend payout, creditor rights and individualism. The
United States (4,712 firms), Japan (3, 333) , and the United Kingdom (9,702) contribute the largest number of firms, while Argentina (47), Ireland (46) and Austria (54) provide the fewest. Sample-bias in favour of firms from the United States, Japan and the United Kingdom is common in these types of studies.
We use five dividend payout measures, namely dividends-to-cash flow, dividends-to-earnings, dividends-to-assets, dividends-to-sales, and dividend payer. Dividends are total regular dividends paid to common shareholders, scaled by cash flow, earnings, assets, or sales, as indicated. Payer equals 1 if the firm pays a dividend in year t and zero otherwise. Table 3 outlines median payer by country. Payer is the proportion of firms in each country which pay a dividend and is calculated as follows. For each country, payer is calculated on a yearly basis from 1996 to 2007, and we report the median payer for each country 3 In a series robustness tests which follow in Tables 7 and 8 we show that our results are robust to increasing the sample size and extending the sample period. We discuss these issues later in the paper. 4 In a series of unreported tests we find that our findings are unaffected when we use creditor rights for different years.
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over this time interval. 5 The amount paid in dividends varies greatly across countries. Dividend amounts are large in New Zealand (dividends-to-cash flow is 0.38), yet much smaller in Canada (dividends-to-cash flow is 0.05) and the United States (dividends-to-cash flow is 0.04). Payer exhibits similar variation across countries. The median firm in the United States does not pay a dividend, while the proportion of dividend payers in India is 0.94. Table 3 [14]
EMPIRICAL FINDINGS UNIVARIATE COMPARIONS
We begin by presenting summary payout statistics by level of individualism and creditor rights.
Consider Table 4 . Here we divide our sample of firms as follows: firms are in countries with high (low) creditor rights if their country level score for creditor rights is equal to or greater than (less than) the (country) sample median, which is 2. Firms are in countries with high (low) individualism, if their country level individualism score is greater than (or less than) the (country) sample median, which is 68. This results in four distinct individualism/creditor rights regimes, namely (1) strong creditor rights/individualist, (2) weak creditor rights/individualist, (3) strong creditor rights/collectivist, and (4) weak creditor rights/collectivist. There are 5, 8, 6, and 9 countries in each of these four regimes, respectively. Table 4 reports median dividend payouts for each regime. The median dividend payout figure reported for each regime is the median of the individual country median payouts. 6 The figures reported provide unconditional support in favour of our hypotheses, while also revealing the possible direction of the relationships that we earlier deemed ambiguous. In the top rows of Table 4 , we test hypothesis 1, while an initial test of hypothesis 2 is provided underneath. These summary measures provide initial support for hypothesis 1, since we observe that dividend payouts are positively related to creditor rights, but in individualist cultures alone. In collectivist societies [15] the relationship between dividend payout and creditor rights is negative. Note that our main hypotheses do not rely on the prevalence of a negative relationship between dividend payout and creditor rights in collectivist countries. Rather, they rest on identifying individualism having a moderating effect on the creditor rights dividend payout relationship in collectivist countries. Notwithstanding the usual caveats, these simple comparisons do suggest that culture may serve to moderate the dividend-creditor rights relationship.
The bottom rows of Table 4 
MULTIVARIATE REGRESSIONS
Next we carry out a series of regressions to test our hypotheses. In all regressions, we control for firm size, firm growth, leverage, firm profitability, and growth opportunities. We also include a measure for dividend premium which captures investor's appetite for dividend paying stocks. 7 A priori, we expect the estimated coefficient on this variable to be positive (see Baker and Wurgler, 2004) . These variables are defined in Appendix 2. All firm-level variables are sourced from Worldscope.
We first consider the relationships between creditor rights and dividend payout, and individualism and dividend payout, respectively. We employ dividends-to-cash flow, dividends-toearnings, and payer as our payout measures, as indicated, and include creditor rights, individualism, and firm-level controls, with time and industry dummies in all regressions. The results from pooled ordinary least squares and logit regressions are presented in Table 5 . In all regressions, the standard errors are 7 Dividend premium is measured on an annual basis for each country. It is computed as the ratio of the average market-to-book ratio of dividend paying firms to the average market-to-book ratio of non-paying firms. The average dividend premium for each country is reported in Appendix 3. They suggest that, all else equal, the greater appetite for dividend paying stocks is in Argentina and Mexico.
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clustered by firm (see Petersen, 2009 ). The goal of Table 5 is to see if we can replicate the findings from the previous literature. Using creditor rights we can, using individualism, we cannot.
The first observation we make is that creditor rights matter. The estimated coefficient on creditor rights is positive and is statistically significant at the 1% level. Interestingly, the estimated coefficient on creditor rights is negative when payer is the dependent variable. Next, we consider individualism.
Previous studies find a positive relationship between individualism and dividend payout. In our analysis, we find the exact opposite. The estimated coefficients for individualism are negative. We believe that this is because the majority of firms in our sample are domiciled in countries where creditor rights are weak and the coefficients we observe are of the sign we would expect for individualism in countries with poor creditor rights, if our hypotheses are correct. The coefficient on individualism is negative and significant at the 1% level, suggesting that dividend payout and the likelihood of paying a dividend is lower for firms in individualist countries. This is in contrast to the findings of Fidrmuc and Jacob (2010) and others. 8 The control variables are almost always statistically significant and of the expected sign. We follow Brockman and Unlu (2011) and include the CIFAR 9 measure of country transparency (its level and square) in all regressions, and like them we refer to this variable as "Disclosure" in all regressions. 10 We find similar to them in all regressions. The estimated coefficient is negative for the level of disclosure and always positive on the squared disclosure term. These coefficient estimates suggest that the agency substitution model prevails in countries where disclosure is minimal and the agency outcome model of dividends is observed where disclosure levels are high. The sign on our remaining control variables are in line with what we expect to find. The dividend amount tends to be greater when firms are large and profitable. In contrast, growth firms with sizable growth opportunities pay either little or small dividends.
The collective findings for size, profitability, growth and growth opportunities are in line with the life- 8 Fidrmuc and Jacob (2010, pp. 331) find a positive dividend-individualism relationship using dividends-to-earnings, yet a negative relationship using dividends-to-cash flow. On closer inspection of their data, they conclude that the negative dividend-individualism relationship using dividends-to-cash flow is "driven by observations of relatively high dividend-to-cash flow ratios for the lowest quartile of individualism scores in our sample" and the relationship is positive from the second to fourth quartiles of individualism. We explore our data in the same manner and do not believe that our findings are governed by (abnormally) large dividend payouts in collectivist regimes. 9 The index is created by examining and rating companies' annual reports for their inclusion and exclusion of 85 items and ranges from 0 to 100 with 100 as the highest standard. 10 In a set of robustness tests which follow (see Tables 7 and 8) , we show that our findings remain qualitatively the same when we use the revised anti-director rights measure in place of disclosure. Also, our conclusions remain unchanged when we simultaneously include disclosure and the anti-director rights index in the same regressions. This analysis is available from the corresponding author upon request.
[17] Finally, the coefficient estimate on the dividend premium variable is positive. With the exception of growth opportunities, the control variables are of the same sign in the logit regressions.
The bottom rows of Table 5 shed light on the economic significance of creditor rights and individualism by outlining the predicted dividend payout amounts. We report the predicted payout as creditor rights changes from zero to four. For individualism, the predicted payouts are calculated by allowing individualism to change from an average of the bottom two individualism scores to an average of the top two scores. We adopt this approach because few countries score the same in terms of individualism, and as a consequence we do not want our predicted payouts to correspond to any one single country. The predicted payouts are calculated by evaluating all independent variables at their sample medians, for the year 2005 and for industrial firms. All else equal, as creditor rights increases from zero to four, dividends as a percentage of cash flow increases from 7.3% to 13%. In relative terms this amounts to a 78% increase in the dividend amount.
A min-to-max change in individualism results in a fall in dividends-to-cash flow from 12.3% to 8.4%, or a relative change in payout of almost 32%. Alternatively, a max-to-min change in individualism results in a 46.4% increase in dividend payout in relative terms. This is in stark contrast to the predicted payouts outlined by Fidrmuc and Jacob (2010, pp. 327). They show that "high individualism results in dividend-to-earnings ratios that are on average 18% higher compared to collectivist countries".
We also present estimates of the predicted payouts using dividends-to-assets (%) and dividendsto-sales (%) so that we can make comparisons between our findings and the findings of others. Brockman and Unlu (2009) show that dividends-to-sales (%) changes from 0.78% to 1.98% (or a 2.5 fold increase)
given a worst-to-best change in creditor rights. We document a change in dividends-to-sales (%) from 0.42% to 1.28%, or a 3.05 fold increase resulting from the same change in creditor rights. All in all, these estimates suggest that creditor rights and individualism exert both a sizable statistical and economically significant effect on the size and likelihood of corporate dividend payouts. The predicted payouts suggest [18] that corporate dividend payouts are most sensitive to changes in creditor rights than they are to individualism.
We now explore our hypotheses further. To do so we run two separate regressions. First, we divide our sample into individualist and collectivist regimes and explore the dividend-creditor rights in each regime. If our hypotheses are correct, then a priori, we would expect to find that dividend payout is positively related to the strength of creditor rights in individualist cultures. The relationship between dividend payout and creditor rights in collectivist societies is ambiguous. Our findings from these set of tests are presented in Panel A of Table 6 .
Our second test approach involves dividing our sample into strong and weak creditor rights sub- Consistent with hypothesis 1, the coefficient estimate for creditor rights is positive (0.051*** employing dividends-to-cash flow) in individualist countries and is statistically significant. It is also positive and statistically significant for collectivist countries, yet it is much lower (0.010*** using dividends-to-cash flows), and is thus in line with our prior expectations. The difference in the slope coefficients on the creditor rights variable is largely supportive of hypothesis 1. In individualist societies, creditors demand lower dividends where creditor rights are weak, but tolerate larger dividend payouts where their legal rights are strong. In collectivist traditions, dividend payouts are broadly similar across the creditor right spectrum. The relationship between dividend payout and creditor rights is much flatter in collectivist regimes. Using dividends-to-earnings and payer, we again find support in favour of hypotheses 1, since it is only in individualist cultures that we observe a significantly positive relationship between dividend payout and creditor rights. Interestingly, in countries where collectivism prevails, the relationship between dividend payout and creditor rights, and dividend payer and creditor rights, is negative. These findings serve to remove the ambiguity surrounding the relationship between dividend payout and creditor rights in collectivist countries which we stated earlier in developing hypotheses 1.
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The middle rows of traditions. Tests of hypothesis 2 using payer are reported in the furthest right column of Table 6 . Using payer the estimated coefficient for individualism is negative (-0.002***) under strong creditor rights, and not positive as expected. However, under weak creditor rights, the estimated coefficient for individualism is negative and larger (-0.004***), which together with the estimated coefficient under strong creditor rights, lends support the main premise of hypothesis 2. That is, under weak creditor rights, the dividend amount is smaller and the likelihood of paying a dividend is much lower in individualist traditions.
In Tables 7 and 8 we assess the robustness of our findings. In each table we perform the following tests. First, a potential concern with our findings is that they may be driven by an omitted country-or firm-level variable(s) correlated with creditor rights, individualism and dividend payout. To address this concern we include a number of additional country-level variables and a single firm-level variable identified in other studies to influence corporate dividend payouts. These are dividend tax We include a measure of stock market development (stock market capitalization to GDP), which we source from an updated version of Beck et al. (2000) . Finally, we include corporate cash balances as an additional firm-level control variable in all regressions. Presumably, mature firms with large cash balances, pay large dividends. Cash is calculated as cash to book assets and is sourced from Worldscope. 11 The first five rows in Panel A of Tables 7 and 8 report the coefficient estimates for creditor rights (Table 7) and individualism (Table 8 ) after adding DTA, labor rights, stock market development, all three country-level variables together, and cash to our baseline regressions reported in Panels A and B of Table 6 .
In panel B we report the estimated coefficients for creditor rights (Table 7) and individualism (Table 8) when we use dividends-to-assets in place of dividends-to-cash flow and dividends-to-earnings.
In panel C we address concerns that our findings may not be universal but specific to the sample of firms we use and the period we cover. To address these concerns, we extend our sample to span the years from 2008) is included in place of 11 The inclusion of cash reduces our sample size to 89,471 firm-year observations. 12 In the extended and larger sample, median creditor rights remains at 2. Median individualism is 51.
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disclosure. 13 Next we address concerns that our findings are unduly influenced by sample-bias created by the large number of firms in the U.S., the U.K., and Japan. We address this concern in two-ways. First, we estimate a series of weighted least squares regressions where the weight of each observation is the inverse of the number of observations in each country so that each country receives an equal-weighting. We also test hypotheses 1 and 2 without firms from the U.S., the U.K., and Japan. In Table 8 we address a concern that our tests of hypothesis 2 are influenced by how we differentiate between strong and weak creditor rights. While it is reasonable to assume that creditor protection is weak given scores of 0 and 1, and strong given scores of 3 and 4, a creditor rights score of 2 is at the margin. In these tests we exclude countries with a creditor rights score of 2. Finally, in the last panel of Tables 7 and 8 , we estimate Tobit models to account for the censored nature of our dividend payout ratios (censored at zero).
In summary we find that our findings are qualitatively unaffected given the battery of tests we perform in Tables 7 and 8 . The dividend-creditor rights relationship is positive in individualist traditions, while much smaller and often negative in collectivist traditions. The dividend-individualism relation is positive under strong creditor rights and negative under weak creditor rights.
CONCLUDING REMARKS
In this paper we exploit cross-country variation in creditor rights and culture, proxied using individualism, and explore how they interact with each other to influence corporate dividend policy. Our findings support the contention of, among others, Aggarwal and Goodell (2014) , who argue that ignoring the impact of national culture in finance research is not an optimal strategy and that there is plenty of scope for strengthening finance research by incorporating the impact of cultural dimensions. Previous studies which explore how the agency costs of debt together with the agency costs of equity influence corporate dividend policy have failed to acknowledge the role national culture might play. Our findings suggest that creditors influence over corporate payout policy is determined not only by the strength of creditor rights but also by culture. Where creditor rights are strong, creditors accept the status quo, that is, large dividends in individualist traditions, and small dividend payouts in collectivist cultures. The 13 The values of DTA, labor rights, stock market development, revised anti-director rights, and financial architecture are presented for each country in Appendix 3. In an additional set of (unreported) robustness tests, we find that our findings are unaffected when we simultaneously include disclosure and revised anti-director rights in the same regressions.
[22] Missing dividend data, negative dividends, sales, cash flow, earnings, assets -5,474
Financial and utility firms -3,644
Missing control variables -5,582
Firms with less than three firm-year observations 17,544 Sample Table 3  Sample description  This table reports summary statistics for our sample of firms. Panel A reports summary statistics by country. # Obs is the number of firm-year observations, and # Firms, the number of firms in each country. Average dividend payout is reported for each country. Dividend payout is dividends-to-cash flow (Div/CF), dividends-to-earnings (Div/E), dividends-to-assets (Div/Assets), and dividendsto-sales (Div/Sales), as indicated. Payer is the proportion of firms in each country which pay a dividend. Payer is first calculated on a yearly basis from 1996 to 2007, and we report the median payer for each country over this time interval. Creditor rights are from Djankov et al. (2007) [27] Table 4  Univariate comparisons and initial tests of hypotheses 1 and 2  This table reports Table 5  Dividend payout, creditor rights and culture  This table reports coefficient estimates from pooled ordinary least squares and logit regressions with t-stats adjusted for clustering at the firm level presented underneath in parenthesis. The sample period is 1996-2007. The dependent variable is dividends-to-cash flow, dividends-to-earnings, or payer, as indicated. All country and firm-level variables are defined in the main text. A full set of year and industry fixed effects are included but not reported, and ***, **, and * denotes statistical significance at the 1, 5, and 10% levels, respectively. The bottom panel's report estimates of the economic significance of creditor rights and individualism by presenting predicted dividend payout. The figures reported for creditor rights relate to the predicted payout amount for creditor rights ranging from zero to four. For individualism, the figures reported relate to the predicted payout amount ranging from an average of the bottom two to an average of the top two scores for individualism. The predicted payouts are calculated by evaluating all independent variable at their sample medians, for the year 2005 and for industrial firms (i.e., firms coded as 1 using Worldscopes general industry classifications). The bottom panel reports predicted payout ratios for each payout measure. Predicted dividends-to-asset (%) and dividends-to-sales (%) are also reported.
Panel [29] Table 6  Regression based tests of hypotheses 1 and 2  This table reports coefficient estimates from pooled ordinary least squares and logit regressions with t-stats adjusted for clustering at the firm level presented underneath in parenthesis. The sample period is 1996-2007. The dependent variable is dividends-to-cash flow, dividends-to-earnings, or payer, as indicated. The top panel presents coefficient estimates from separate regressions estimated by level of individualism. The bottom panel presents coefficient estimates from separate regressions estimated by strength of creditor rights. A full set of controls, year and industry fixed effects are included but not reported, and ***, **, and * denotes statistical significance at the 1, 5, and 10% levels, respectively. The bottom rows of each panel reports estimates of the economic significance of creditor rights and individualism. The figures reported for creditor rights relate to the predicted payout amount for creditor rights ranging from zero to four. For individualism, the figures reported relate to the predicted payout amount ranging from an average of the bottom two to an average of the top two scores for individualism. The predicted payouts are calculated by evaluating all independent variable at their sample medians, for the year 2005 and for industrial firms. Predicted dividends-to-asset (%) and dividends-to-sales (%) are also reported. individualism and collectivism) . The dependent variable is dividends-to-cash flow, dividends-to-assets, and payer, as indicated. Panel A includes a number of additional country-and firm-level determinants of dividend payout not included previously. Panel B uses dividendsto-assets. The sample period is 1996-2007. Panel C employs a larger sample of firms over a longer time period. The larger sample includes firms from Brazil, Chile, Greece, Indonesia, Israel, Pakistan, Peru, Philippines, Portugal, South Africa, and Taiwan and the sample period extends from 1981 to 2007. In this larger sample, the country median individualism is 51. Panels D and E address concerns that our findings are driven either by unequal number of observations across countries. In Panel D we estimate weighted least squares regressions where the weight of each observation is the inverse of the number of observations in each country, so that each country receives an equal weighting. In Panel E, firms from Japan, the UK and the US are excluded. Panel F presents coefficient estimates from tobit regressions. A full-set of firm and country controls, industry and time fixed effects are included, but not reported. All variables are defined in the main text, and ***, **, and * denotes significance at the 1, 5, and 10% level, respectively. n/a n/a * When we include cash as a control variable, the sample sizes in individualist and collectivist regimes are 45,283 and 44,188, respectively. 2007 . Panels D and E address concerns that our findings are driven either by unequal number of observations across countries. In Panel D we estimate weighted least squares regressions where the weight of each observation is the inverse of the number of observations in each country, so that each country receives an equal weighting. In Panel E, firms from Japan, the UK and the US are excluded. Panel F excludes countries with a creditor rights score of 2. Panel G presents coefficient estimates from tobit regressions. A full-set of firm and country controls, industry and time fixed effects are included, but not reported. All variables are defined in the main text, and ***, **, and * denotes significance at the 1, 5, and 10% level, respectively. n/a n/a * When we include cash as a control variable, the sample sizes in strong and weak creditor rights regimes are 35,902 and 53,569, respectively.
[32]
Appendix 1 Median dividend payout by individualism and creditor rights regimes This table reports the median dividend payout in countries differentiated by culture and creditor rights. Median dividend payout is reported for each country and the average and median of these median payouts is presented underneath. Separate figures are also reported for weak creditor rights regimes where countries with a creditor rights score of two are excluded, and without firms from the United Kingdom, the United States and Japan. The median figures for the full sample are reported in Table 4 The ratio of the average market-to-book of dividend paying firms to the average marketto-book of non-paying firms. Dividend premium is calculated annually for each country Worldscope
1996-2007
[34]
Appendix 3 Country-level variables This table reports country-level variables for our sample of countries. Dividend tax advantage variable measures the after-tax value of one dollar paid out in dividends divided by the after-tax value of one dollar paid out in capital gains, and is sourced from Bartram, Brown, How and Verhoeven (2012) and Fidrmuc and Jacob (2010) . Disclosure is a country's disclosure score assigned by the Center for International Financial Analysis and Research (CIFAR, 1995) . Labour rights are sourced from Botero et al. (2004) . Stock market development is stock market capitalization to GDP and is sourced from an updated version of Beck et al. (2000) . Dividend premium is computed annually for each country and is computed as the ratio of the average market-to-book of dividend paying firms to the average market-tobook of non-paying firms. Shareholder rights are the revised anti-director rights index of Djankov et 
